I N THE UNI TED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DI STRI CT OF | LLINO S

| N RE: ) I n Proceedi ngs
Under Chapter 7

GLENDA L. SANDBACH
No. BK 89-50513

N N N

Debt or (s) .

VEMORANDUM AND ORDER

On Septenmber 1, 1989 G enda L. Sandbach ("debtor™) filed a
petition under Chapter 7 of the Bankruptcy Code. Debtor clai nmed as
exenpt certain"small tools for business"!inthe amunt of $2, 000. 00,
as wel | as $18,000.00inlifeinsurance proceeds payabl e as aresult of
her husband' s death on August 9, 1989. The Trustee objects to both
exenpti ons.

Debtor's cl ai med exenptionin small tools is made pursuant to
I1l.Rev.Stat. ch. 110, 1112-1001(b) & (d).? Those sections provide:

The foll owi ng personal property, owned by the
debtor, is exenpt....

(b) The debtor's equity interest, not to exceed
$2,000 in value, in any other property....

(d) The debtor's equity interest, not to exceed
$750 in value, in any inplenments,
pr of essi onal books or tools of the trade of the

The tools at issue are those used for making craft itens, and
i nclude paints and various hand tools.

2Debtor cites only paragraph 12-1001(b) on her schedul es as
authority for her exenption. At the hearing on the Trustee's
obj ecti ons, however, counsel for debtor indicated that the exenption
was being cl aimed pursuant to paragraph 12-1001(d) as well.

Debtor's exenptions are based on state |aw since Illinois has
chosen to "opt out" of the federal exenption scheme pursuant to 11
U.S. C. 8522(b)(1l). See Ill.Rev.Stat. ch 110, f12-1201.
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debtor. ...

I1l.Rev.Stat. ch. 110, 1Y12-1001(b) & (d).
The Trustee contends t hat debtor's exenptionin snall tools exceeds the
statutory anmount al |l owed by paragraph 12-1001(d) for tools of the
trade. The Trustee further contends that the "wi | d card" exenpti on set
forthin 12-1001(b) islimtedto property used for personal purposes.
The Trustee's argunent inthisregardis prem sed on the | ast paragraph
of the exenption statute, which provides, "The personal property
exenptions set forthinthis Section shall apply only to individuals
and only to personal property whichis used for personal rather than
busi ness purposes.” Ill.Rev. Stat. ch. 110, Y12-1001(h). Therefore,
accordingtothe Trustee, debtor isentitledto an exenptiononlyto
t he extent of $750. 00, and cannot claimaw | dcard exenptioninthe
remai ni ng anount since her tools are used for business purposes.

The Seventh Circuit has held that "personal property exenption
statutes should be liberally construed in order to carry out the
| egi sl ature's purpose inenactingthem-to protect debtors."” Matter of
Barker, 768 F. 2d 191, 196 (7th Cir. 1985). "[Where an exenption
statute m ght beinterpreted either favorably or unfavorably vis-a-vis
a debtor, we shouldinterpret the statute in a manner that favors the
debtor." 1d. The Barker court further held that a debtor is entitled
to "stack" exenptions under the Illinois exenption statute. 1d.

This Court, citing the holdinginBarker, has al ready hel d that a
debt or can exenpt property used for busi ness purposes under both t he
tools of the trade and wi |l d card exenpti ons where t he val ue of the

property i n question exceeds the $750. 00 t ool s of the trade exenpti on.
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Seelnre David Lasica, Sr., No. 88-30465 (Bankr. S.D. Il1. Novenber

9, 1988). The Court relied in part onln re Allman, 58 B.R 790

(Bankr. C.D. I'll. 1986), in which the debtor |i kew se attenptedto
cl ai man exenptionin property used for busi ness purposes under both
the tools of the trade and wi |l d card exenptions. TheAllman court,
noting that tools of the trade are by definition property used for
busi ness purposes, first identified the seeni ngly inconsistent
provi si ons of the exenption statute, i.e., the tools of the trade
exenption and the requirenent in 12-1001(h) that exenptions only apply
t o personal property that i s used for personal rather than business
pur poses. After exam ning the |l egislative history of the statute, the
court then concluded:

There is no evidence that the Illinois
| egislature intended to repeal the tool s of trade
exenption by limting exenptions to property used
for personal purposes. All indications areto
the contrary. The nost | ogical reading of ...

12-1001(h) is that it prevents a debtor from
claimng a wild card exenption in personal

property used for busi nessother than inpl enents,

pr of essi onal books, or tools of trade. It

constrains logictointerpret [12-1001(h)] to
prevent a debtor fromcl ai mi ng excess equity in
tools of trade as exenpt under the wild card
provi sion. The stacking of such exenptions
protects debtors and their famlies by
facilitating their financial rejuvenation.

Id. at 793 (enphasi s added).

The Court agrees with the reasoni ng set forth intheA Il nman deci sion,
particularly inlight of the Seventh Grcuit's holdingthat anbi guous
provi sions in exenption statutes areto be construed i n a manner t hat
favors debtors. To accept the Trustee's argunent that subsection (h)

precl udes debtor fromclaimng aw | dcard exenptionintools because
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t hey are used for busi ness purposes is to al so suggest that subsection
(h) inpliedlyrepealedthetools of the trade exenption. As statedin
Al l man, the Court "does not believe that thelllinois |egislature
i ntended to cause this anonmalous result or tolimt the debtor's right
to maxi m ze the tool s of trade exenption under all availablelllinois
exenptionlaws...." |d. at 792. Debtor isthereforeentitledto an
exenptioninthe entire anount of $2,000. 00 under the tools of the
trade and wild card exenptions.

Debt or al so cl ai ns as exenpt $18,000.00in |ife insurance proceeds
payabl e as aresult of her husband' s deat h on August 9, 1989. Debtor
cl ai ms thi s exenpti on under paragraphs 12-1001(f) and 12-1001(h) (3),
whi ch provi de:

The fol |l owi ng personal property, owned by the
debtor, is exenpt....

(f) All proceeds payabl e because of the death
of the insured and t he aggregat e net cash val ue
of any or all life insurance and endowrent
policies and annuity contracts payabletoawfe
or husband of the i nsured, or toachild, parent
or other person dependent upon the insured,
whet her t he power to change t he beneficiaryis
reserved

to the insured or not and whet her the i nsured or
the insured' s estate is acontingent beneficiary
or not....

(h) The debtor's right toreceive, or property
that is traceable to....

(3) a paynent under a life insurance
contract that insuredthelife of an i ndividual
of whomt he debt or was a dependent, to t he extent
reasonably necessary for the support of the
debt or or a dependent of the debtor....
I1l.Rev.Stat. ch. 110, 1112-1001(f) & (h)(3) (enphasis added).

The Trust ee cont ends t hat paragraph 12-1001(f) does not apply to
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beneficiaries of lifeinsurance policies, but provides an exenption
only to an i nsured debtor who, as the owner of the policy, desiresto

cl ai mt hat policy as exenpt. The Court agrees. As expl ai ned by the

court inthe case of Inre Vogel, 78 B.R 192 (Bankr. N. D. Ill. 1987),
"pursuant to Section 12-1001(f) of thelllinois Code, lifeinsurance

proceeds payabl e to, inter alia, a debtor's spouse, parent, child or

ot her dependent [sic] areexenpt fromclains of the creditors of the

insured under Illinois |awandthus may be cl ai med as exenpt by an
i nsured debtor i nvol ved i n a bankruptcy case.” 1d. at 193 (enphasi s
added) .

Debt or, however, isentitledto an exenptioninthelifeinsurance
pr oceeds under paragraph 12-1001(h)(3) if she can establish that the
proceeds are "reasonably necessary" for her support. At the hearing on
this matter, the Trustee stated that debtor's schedul es cont ai ned
i nsufficient i nformati on regardi ng debtor's sources of i ncone. The
Court ordered debtor to submt an affidavit detailing her sources and
amount of i ncone, and debt or has done so. The affidavit reveal s t hat
debtor's gross nonthly i ncome i s approxi mately $445. 43, whil e her
schedul e of current expenditures, filed w th her bankruptcy schedul es,
i ndi cates that she has current nont hl y expenses total i ng $1, 425.00. In
light of thisinformation, the Court finds that the insurance proceeds
are unquestionably "reasonably necessary" for debtor's support.

Accordi ngly, for the reasons stated, the Trustee's objectionsto
exenpti ons are OVERRULED.

/sl Kenneth J. Meyers
U. S. BANKRUPTCY JUDGE



ENTERED: Decenber 7, 1989




